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Issues Making a Splash This Week 
 
TRUMP TRIPLE DOG DARES CHINA ON TARIFFS: Last night, President Trump
instructed US Trade Representative (USTR) Robert Lighthizer to consider
another $100 billion in tariffs against China under Section 301. This $100
billion in covered products would be in addition to the list of $50 billion
products that the USTR published Tuesday evening, and is supposedly in
retaliation for the $50 billion worth of tariffs from China that was released in
response early the next morning. USTR Lighthizer said that he supports more
action, arguing, "President Trump is proposing an appropriate response to China's
recent threat of new tariffs," and adding that, "The appropriate response from China
should be to change its behavior, as China's government has pledged to do many
times." At the same time, in the president's written statement to the USTR
requesting more tariffs, he promised to still "have discussions in further support of
commitment to achieving free, fair, and reciprocal trade and to protect the
technology and intellectual property of American companies and American people." 
  
As we noted in our Spotlight Report on Wednesday entitled "China Retaliates:
What's Next for Trump on Trade," throughout this process of both continuing
negotiations and enacting the tariffs, market volatility is likely to continue as
rumors swirl over both the prospects for a resolution and for escalation, in
part as a result of contradictory statements from Trump's advisors
representing different perspectives within the administration. Both sides are
also likely to be supported by Trump, as the mood strikes him to tweet. 
 
Our base case scenario remains that the president imposes the initial
proposed tariffs on the $50 billion in imports, while also continuing
negotiations with China, but does not actually escalate and apply additional
tariffs despite making threats to do so along the way. After all, the original $50
billion worth of products was an expansive list to start with — the original proposal
that was being considered would have covered products worth $30 billion.
Reportedly, Trump found $30 billion too low, and suggested doubling it to $60 billion
before the administration finally settled on the approximately $50 billion on the final
list (Trump also has a penchant fo round numbers). The total amount of $50 billion
covered in the list of products unveiled on Tuesday evening is a delicate balance,
since it is legally supposed to represent the financial loss US companies have faced
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due to Chinese intellectual property practices, and because the USTR clearly
focused on manufacturing items over consumer goods, such as smartphones and
clothes. Adding to the list may mean adding products that would directly affect
consumer prices, and the administration would have to do so while also facing
pressure from domestic industries to remove items as they are concerned about the
rising costs of component parts they need to manufacture in the US. 
 
We believe that Trump's statement last night was intended more to serve a
public relations purpose than to represent a true threat because for Trump
image is everything and appearance is reality. He always wants to be perceived
as being in a stronger position than his adversary, whether the latter is China, the
Democrats, or the "fake news" media. At the same time, the president is playing to
his domestic political base as much as he is looking to project strong resolve to the
Chinese. China has directed many of its retaliatory tariffs at US crops from the
"Trump country" heartland, including soybeans, wheat, corn, cotton, sorghum, and
beef, among many other things. Trump, never one to miss an opportunity to boost
himself with his base, last night also instructed Agriculture Secretary Sonny Perdue
to implement a plan to protect farmers and agricultural interests. The plan, however,
was not defined, and it remains to be seen if any concrete measures actually are
developed to help farmers. For Trump, the statement alone serves its purpose of
looking to assuage farmers by demonstrating that he is taking their concerns into
account. 
 
In short, investors should expect the wild trade ride to continue in the weeks ahead
as Trump and his advisors oscillate between indicating that they're on the cusp of a
negotiated resolution with the Chinese, on the one hand, and that Trump is fully
prepared to escalate the trade conflict, on the other hand. We continue to believe
the outcome will fall somewhere in between, with the initial $50 billion of tariffs more
or less being imposed once the USTR completes the domestic comment and review
period over the next two months without a broader list of products being included
that would meaningfully escalate the tensions between the two sides.  
 

 
MCSWEENY SAYS FTC IS NOT STRONG ENOUGH TO POLICE BIG TECH: At a
New America event yesterday afternoon, Federal Trade Commission (FTC)
Democratic Commissioner Terrell McSweeny said the "FTC is not strong enough as
it is currently configured, with its current authorities and its current resources, to be
the kind of consumer protection agency that is required for a moment in which we
are connecting every part of our lives to the Internet and to each other." Her remarks
come as many in Washington are calling for legislation that would bolster consumer
privacy protections and expand the FTC's enforcement purview after it was
discovered that a political consulting firm with ties to Donald Trump's presidential
campaign was able to improperly obtain the Facebook (FB) data of some 87 million
Americans. The FTC is currently investigating whether the social media giant
violated a 2011 consent decree, which set rules for how the company shares user



information with third parties. 
  
Several of the incoming FTC commissioners have said they would welcome
legislation to expand the enforcement authority of the FTC. Speaking at his
confirmation hearing before the Senate Committee on Commerce, Science, and
Transportation, FTC Chairman-designate Joseph Simons said he was "extremely
concerned" about "whether the FTC has sufficient authority to deal with data
breaches, particularly in terms of being able to create a sufficient deterrence" and to
"create an incentive for companies to take care of the consumer data." While many
share Simons's views, we are skeptical that Congress will be able to pass a
law this year that would increase digital consumer protections and expand the
authority of the FTC.  
  
In addition, we believe it is unlikely that the FTC receives new powers to issue civil
penalties as well as expanded rulemaking authorities to penalize data security and
data breach violations. This was an area Commissioner McSweeny touched upon
yesterday and said "more transparency and accountability" is needed "for data
brokers" as well. She added, "beyond that, I think [the FTC] can be making the case
for the kind of consumer rights that we need in the digital age, which include data
portability and data operability – those are also meaningfully pro-competitive as
well." Giving the FTC greater abilities to impose civil penalties is something Simons
said he supports, though this would not be able to materialize without the passage
of legislation. Since the Equifax (EFX) breach was first disclosed, legislation on this
front has stalled largely because of partisan differences, thus we do not expect
anything will pass this year, particularly given the abbreviated legislative calendar
due to the midterm elections campaign season. 
  
Investors should note that Facebook CEO Mark Zuckerberg will testify next
Tuesday at a joint hearing held by the Senate Commerce and Judiciary
Committees, and then at a House Energy and Commerce Committee hearing
the following day. We believe Zuckerberg will be questioned extensively about
whether he believes Facebook violated its 2011 FTC consent decree and also about
what further plans the social media giant has to address this situation on its own. 
 

  
CMS HINTS AT DRUG PRICING REFORMS TO COME: The Centers for Medicare
and Medicaid Services (CMS) on Monday finalized policies for Medicare health and
drug plans for 2019. The finalized policies include lowering the cost of biosimilar
drugs for low-income patients and allowing quicker access to certain low-cost
generic drugs. CMS Administrator Seema Verma said the biosimilar provision will
save $10 million in 2019 and directly lower costs for patients. This annual update
by CMS of various prescription drugs in total was more notable for what it
lacked. In particular, there was nothing finalized on CMS's proposed rule on
sharing drug rebates and pharmacy price concession for Medicare Advantage
and Part D. The proposed rule contained a Request For Information (RFI) on
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the idea in November. Verma commented on the responses to the RFI, saying,
"While we are not finalizing any policy in this area at this time, we appreciate the
detailed submissions from stakeholders and we are evaluating these comments as
we consider future proposals."   
  
But while nothing was finalized in the annual update, we believe more policies
and rules are forthcoming from the Trump administration, which has
prioritized drug pricing reforms. CMS believes it has the legal authority set forth
in the RFI, saying, "we believe the statute provides us with discretion to require that
Part D sponsors apply at least a portion of the manufacturer rebates and all
pharmacy price concessions they receive to the price of a Part D drug at the point of
sale." Rather than proceeding through an RFI, we believe any reforms will
come through a notice of proposed rulemaking (NPRM), which carries more
legal weight. CMS even hinted at this, saying, "Any new requirements regarding
the application of rebates at the point of sale would be proposed through notice and
comment rulemaking, in the future." 
  
In general, we believe these policies related to Part D, Part B, and pharmacy
benefit managers (PBMs) will be unveiled by the administration in late spring
and early summer. Last month, President Trump and Secretary of Health and
Human Services (HHS) Alex Azar each made brief comments on price reforms for
prescription drugs, indicating that a new plan to restrain prices was coming soon.
Azar said, "We're going to be rolling out in about a month a whole slate of other
proposals around how we decrease the price of drugs and how we bring discounts
that the middlemen right now are getting, how those will go to our patients, to
individuals." The forthcoming regulatory changes are likely to impact the PBMs
utilized by Medicare Advantage and Part D plans, the insurers, as well as the
payment system for prescription drugs in Medicare Part B, some of which
could be shifted into Part D.

A Quick Look Back 
 
Congress 
  
The House and Senate are on their two-week recess for Passover and Easter. The House
will reconvene on Tuesday, April 10th. The Senate will reconvene on Monday, April 9th. 
  
 
White House 
 
On Monday, President Trump and First Lady Melania Trump hosted the annual White
House Easter Egg Roll in the morning. In the afternoon, President Trump met with National
Economic Council Director Larry Kudlow. 
 
On Tuesday, President Trump held a meeting with the leaders of Estonia, Latvia, and



Lithuania. Afterwards, he hosted a working lunch with the Baltic heads of state followed by
a joint press conference with them. 
 
On Wednesday, President Trump attended a private dinner with House Majority Leader
Kevin McCarthy (R-CA) and some of the president's supporters in Washington, DC. 
  
On Thursday, President Trump traveled to White Sulphur Springs, WV, where he
participated in a roundtable discussion on tax reform. 
 
Today, President Trump will receive his daily intelligence briefing at 11:00 a.m. 
  
 
Spotlight Review 
 
Tuesday: Amazon: Trump's Bark Is Worse Than His Bite 
 
Wednesday: China Retaliates: What's Next for Trump on Trade 
  
Thursday: Senate Election Map Could Be GOP's Saving Grace 
  
 
On the Horizon 
 
Macroeconomic

Today at 8:30 a.m., the Department of Labor will release the non-farm payrolls report
for the month of March.

Today at 10:30 a.m., Chicago Federal Reserve Bank President Charles Evans will speak at
an event titled "Financial Stability, the Global Economy, and Monetary Policy, a Discussion
with Charles Evans and Lars Peter Hansen," in Chicago, IL.

Today at 1:30 p.m., Federal Reserve Board Chairman Jerome Powell will deliver
remarks at the Economic Club of Chicago in Chicago, IL. More information here.

On Saturday at 4:00 p.m., San Francisco Federal Reserve Bank President John Williams
will speak on the "Outlook on the National Economy" in Santa Rosa, CA. 
  
On Monday at 3:00 p.m., the Heritage Foundation will hold a discussion titled "Freedom
and Prosperity: The 2018 Index of Economic Freedom." Expected participants include:

Wilbur Ross, secretary, Department of Commerce
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On Tuesday at 4:30 a.m., Dallas Federal Reserve Bank President Robert Kaplan will
participate in a moderated Q&A at the Tsinghua University School of Economics and
Management in Beijing.

On Wednesday at 2:00 p.m., the Federal Open Market Committee (FOMC) will
release the minutes from its last monetary policy meeting.

On Thursday at 10:00 a.m., the House Budget Committee will hold a hearing on the
Congressional Budget Office's "Budget and Economic Outlook." Expected participants
include:

Keith Hall, director, Congressional Budget Office

On Thursday at 10:00 a.m., the House Ways and Means Committee will hold a hearing
titled "Effects of Tariff Increases on the U.S. Economy and Jobs." 
 
On Thursday at 12:00 p.m., the National Economists Club will hold a luncheon discussion
titled "Uncertainty in the Markets and at the Fed." 
 
On Thursday at 5:00 p.m., Minneapolis Federal Reserve Bank President Neel Kashkari will
participate in a moderated Q&A with Tim Worke, CEO of Associated General Contractors
of Minnesota in Minneapolis, MN. 
  
On Friday at 7:30 a.m., Boston Federal Reserve Bank President Eric Rosengren will give
the keynote speech at the Greater Boston Chamber's Economic Outlook Breakfast in
Boston, MA. 
 
On Friday at 9:00 a.m., St. Louis Federal Reserve Bank President James Bullard will
speak at the Washington University's Calhoun Lecture Series in St. Louis, MO. 
  
On Friday at 1:00 p.m., Dallas Federal Reserve Bank President Robert Kaplan will
participate in a moderated Q&A at the Odessa Chamber of Commerce Member Luncheon
in Odessa, TX. 
  
 
Antitrust  
  
On Monday at 1:00 p.m., the Department of Justice's Antitrust Division will hold a
roundtable discussion on criminal antitrust compliance. 
  
On Tuesday at 3:00 p.m., the Georgetown University Institute of International Economic
Law will hold a workshop titled "Antitrust Law and Economic Analysis." 
  
On Wednesday through Friday, the American Bar Association's Section of Antitrust Law
will hold its 66th Spring Meeting. 



  
  
Defense 
  
On Monday at 3:30 p.m., the George Washington University Elliott School of International
Affairs will hold a discussion titled "Don't Copy that Floppy! Chinese Theft of US Military
Technologies." 
  
 
Energy 
  
On Tuesday at 10:00 a.m., Securing America's Future Energy will hold a discussion titled
"Driving Efficiencies - Fuel Economy Review, Autonomy and Energy Security," focusing on
the Trump administration's reconsideration of fuel economy standards. 
  
 
Financial Services  
  
On Monday at 9:30 a.m., the Securities and Exchange Commission will hold a meeting of
the Fixed Income Market Structure Advisory Committee (FIMSAC) to receive updates and
presentations from the three FIMSAC subcommittees. More information here. 
  
On Monday at 12:00 p.m., the Federalist Society will hold a discussion on "the reform of
Dodd-Frank and the future of financial services regulation." More information here. 
  
On Tuesday and Wednesday, the Network Branded Prepaid Card Association will hold its
Power of Prepaid Conference. 
  
On Tuesday at 9:00 a.m., the National Committee on US-China Relations will hold a
discussion titled "US-China Foreign Direct Investments (FDI) Update." 
 
On Tuesday at 12:00 p.m., the Heritage Foundation will hold a discussion titled "Are
Administrative Law Judges (ALJs) Unconstitutional?" focusing on the upcoming Supreme
Court case Lucia v. Securities and Exchange Commission and whether ALJs are "officers
of the United States."

On Tuesday at 12:30 p.m., the University of Chicago Booth School of Business and
the Security Traders Association will hold the 2018 Equity Market Symposium. More
information here. Expected participants include:

Jay Clayton, chairman, Securities and Exchange Commission
Brett Redfearn, director, Division of Trading and Markets, Securities and
Exchange Commission
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On Tuesday at 5:00 p.m., the House Rules Committee will meet to formulate a rule on the
"Volcker Rule Regulatory Harmonization Act." The bill would amend the Volcker rule to give
the Board of Governors of the Federal Reserve System sole rulemaking authority, to
exclude community banks from the requirements of the Volcker rule, and for other
purposes. 
  
On Wednesday at 10:00 a.m., the House Financial Services Committee will hold a hearing
titled "The Consumer Financial Protection Bureau's (CFPB) Semiannual Report to
Congress." Expected participants include:

Mick Mulvaney, director, Office of Management and Budget, and acting director,
Consumer Financial Protection Bureau

On Thursday at 8:30 a.m., the Securities and Exchange Commission will hold an event
titled "National Compliance Outreach Seminar For Investment Companies And Investment
Advisers." More information here. 
 
On Thursday at 10:00 a.m., the Senate Banking, Housing and Urban Affairs Committee will
hold a hearing titled "The Consumer Financial Protection Bureau's (CFPB) Semiannual
Report to Congress." Expected participants include:

Mick Mulvaney, director, Office of Management and Budget, and acting director,
Consumer Financial Protection Bureau

On Thursday at 2:00 p.m., the House Financial Services Committee's Subcommittee
on Monetary Policy and Trade will hold a hearing on the "Foreign Investment Risk
Review Modernization Act of 2017."

On Thursday, the Financial Stability Oversight Council (FSOC) will meet in close
session to discuss removing federal oversight for insurance firm Prudential Financial.
The agenda includes not only an update on FSOC's annual review of Prudential's
designation as "systemically important," but also discussion of "potential
amendments to the council's interpretive guidance regarding nonbank financial
company designations."

 
Geopolitical 
  
On Monday at 2:30 p.m., the American Enterprise Institute for Public Policy Research will
hold a discussion titled "Italy's Threat to the Euro," focusing on election uncertainty and
Italy's economic prospects and public finances. More information here. 
 
On Tuesday at 9:30 a.m., the Center for Global Development will hold a discussion titled
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"Unprecedented Global Protectionist Threats and Increasing Financial Volatility: Latin
America at a Crossroads." More information here. 
  
 
Healthcare 
  
Today at 8:30 a.m., the Medicare Payment Advisory Commission will hold a meeting to
discuss "long-term issues confronting Medicare Accountable Care Organizations" and
"managed care plans for dual-eligible beneficiaries." 
  
Today at 1:00 p.m., the Commonwealth Fund will hold a conference call briefing titled "How
Will the Trump Administration's Upcoming Rules Change the ACA Marketplaces in 2019,
and What will the Changes Mean for Consumers Who Rely on the Market for Insurance?"
More information here. 
 
On Wednesday at 10:00 a.m., the Senate Health, Education, Labor and Pensions
Committee will hold a hearing titled "The Opioid Crisis Response Act of 2018." 
 
On Wednesday at 10:00 a.m., the House Oversight and Government Reform Committee's
Subcommittee on Health Care, Benefits and Administrative Rules will hold a hearing titled
"Local Responses and Resources to Curtail the Opioid Epidemic." 
 
On Wednesday at 2:15 p.m., the House Energy and Commerce Committee's
Subcommittee on Health will hold a hearing titled "Combating the Opioid Crisis: Improving
the Ability of Medicare and Medicaid to Provide Care for Patients." 
 
On Thursday at 10:00 a.m., the House Appropriations Committee's Subcommittee on
Labor, Health and Human Services, Education, and Related Agencies will hold a hearing
titled "Investments in our Health Workforce and Rural Communities." 
 
On Thursday at 2:00 p.m., the House Foreign Affairs Committee's Subcommittee on Africa,
Global Health, Global Human Rights and International Organizations will hold a hearing
titled "Global Health Supply Chain Management: Lessons Learned and Ways Forward." 
 
 
Housing

On Thursday at 10:00 a.m., the House Financial Services Committee's
Subcommittee on Oversight and Investigations will hold a hearing titled "Oversight of
the Federal Housing Finance Agency."

 
Immigration 
  
On Thursday at 2:00 p.m., the House Oversight and Government Reform Committee's
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Subcommittee on National Security will hold a hearing titled "A 'Caravan' of Illegal
Immigrants: A Test of US Borders." 
  
 
Postal Service 
  
On Tuesday at 9:00 a.m., the US Postal Service will hold a closed meeting of the
Temporary Emergency Committee of the Board of Governors to discuss strategic issues,
financial matters, personnel and compensation Items, prior agenda items and Temporary
Emergency Committee governance. 
  
 
Puerto Rico 
  
On Wednesday at 2:00 p.m., the House Energy and Commerce Committee's
Subcommittee on Oversight and Investigations will hold a hearing titled "Update on the
Restoration of Puerto Rico's Electric Infrastructure." 
  
 
Tax 
  
On Monday at 9:30 a.m., the Urban Institute and Brookings Institution Tax Policy Center
will hold the Third Annual Lubick Symposium titled "The Tax Cuts and Jobs Act: Tax
Administration Challenges." More information here. 
 
On Thursday at 10:00 a.m., the Senate Finance Committee will hold a hearing titled "The
2018 Tax Filing Season and Future IRS Challenges." Expected participants include: 
David Kautter, acting commissioner, Internal Revenue Service 
 
  
Tech-Media-Telecom 
  
On Tuesday at 9:00 a.m., the US Chamber of Commerce will hold its 2018 TecGlobal
Conference, focusing on technological innovation. More information here.

On Tuesday at 2:15 p.m., the Senate Commerce, Science and Transportation
Committee and Senate Judiciary Committee will hold a joint hearing titled
"Facebook, Social Media Privacy, and the Use and Abuse of Data." Expected
participants include:

Mark Zuckerberg, CEO, Facebook

On Wednesday at 9:30 a.m., the Atlantic Council holds a conference on "The Great
Economic Spring Cleaning," focusing on transatlantic trade, data privacy, and intellectual
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property regulation.

On Wednesday at 10:00 a.m., the House Energy and Commerce Committee will
hold a hearing on Facebook's use and protection of user data. Expected participants
include:

Mark Zuckerberg, CEO, Facebook

On Wednesday at 10:45 a.m., Federal Trade Commissioner Terrell McSweeny will
participate in a discussion titled "Big Data: Big Deal or No Deal?" at the 66th spring
meeting held by the American Bar Association's Section of Antitrust Law.

On Thursday at 11:15 a.m., the American Library Association will hold a briefing on the
"Tribal Connect Act of 2017," highlighting "the importance of broadband connectivity to
tribal and rural communities." Expected participants include:

Senator Martin Heinrich (D-NM)
Mignon Clyburn, commissioner, Federal Communications Commission

  
Trade 
  
On Wednesday at 2:30 p.m., the Senate Finance Committee's Subcommittee on
International Trade, Customs and Global Competitiveness will hold a hearing titled "Market
Access Challenges in China." 
  
 
Transportation  
  
On Monday at 9:30 a.m., the Embry-Riddle Aeronautical University will hold a news
conference to release the 28th national Airline Quality Rating, the "longest-running
measure of performance and quality of the 12 largest airlines in the US." 
  
On Wednesday at 4:00 p.m., the American Enterprise Institute for Public Policy Research
will hold a discussion titled "Is Hyperloop the Future of Transportation?" More information
here. 
  
 
Welfare 
  
On Tuesday at 9:30 a.m., the Center for American Progress will hold a discussion titled
"Work Requirements Don't Work." Expected participants include:

Senator Bob Casey (D-PA)
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Rep. Lisa Blunt Rochester (D-DE)

  
Afterthoughts 
  
Trump's Bad Hair Day: Boarding Air Force One, the President Trump's hair lets loose. 
  
Golfer-in-Chief: Trump is the 18th president to be a golfer as the game was first taken up
by President McKinley in 1897. While Trump is known to be an avid golfer, he has a ways
to catch up with President Eisenhower, who partook in over 800 rounds of golf during his
presidency. 
  
Raising the Wrong Flag for Spotify: Spotify Technology SA's non-IPO listing was
greeted on the NYSE with the raising of the Swiss flag. Just one problem: Spotify was
founded in Sweden.
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